Growth Policy
Business Officers Subcommittee Meeting

May 5, 2006, 12:30-2:30am

Linn-Benton Community College
Participants:  Stan Barker, Saundra Buchanan, Wing-Kit Chung, Jim Huckestein, Julie Huckestein, Greg Morgan, Lynda Warren
I.  Review of committee purpose and background on discussion.
Committee will discuss technical issues of larger committee’s policy recommendations—proportional approach to allocating additional funds.  What are implications, any unintended consequences, will it work within the current formula?
Reviewed the list of issues the committee will cover (from April SBE docket):

1. What is growth and when does it happen? (High priority based on discussion from last meeting.)

2. When are colleges paid for growth?  Are funds available initially to support growth or are colleges paid for growth that has already happened?  How does this affect payments within the biennium?  

3. What is the appropriate proportion? Is it the same under all conditions?  

4. Is there a growth limit that no college can exceed, regardless if resources are available to fund the growth?

5. How will the CCSF be divided within a biennium? 

6. How will unused growth funds be distributed?

7. How will we determine prioritization for funding growth? 

8. What policy will be in place if resources decline?  Committee members agreed that some form of the proportion approach should be applied if resources decline; however, the details have not been determined.

I.  Reviewed main committee’s goals
The goals are: 
1) The policy should promote access for students. (temporary wording)
2) The policy should encourage growth.

3) The policy should prevent growth of one or a few institutions from having an unreasonable negative impact on other institutions.
Committee discussed the implications of combining goal of encouraging growth with original goal of preventing decline in resources per FTE.  Can one policy do both, and can it do both within the context of the current formula?

Current policies in the formula that might be acting to manage growth include the rolling average of FTE and the lag year (i.e., for 2005-06, the formula considers 03-04 actual FTE, 02-03 frozen, and 01-02 frozen).  No current policies to encourage growth.
Questions expressed about the timing:  The formula is still considering frozen FTE for the next two years and is in the first year of the (currently planned) six year move to equalization.  Is this the right time to incorporate growth policy?

II. What is growth?
Committee discussed how growth is being defined:

a. Growth only happens when there is more FTE statewide in one year compared to the prior year.  
b. Growth at individual colleges constitutes growth, regardless of whether the statewide amount of FTE has grown.

Early discussions of the State Board and among presidents focused on keeping the amount of resources/FTE flat or growing—one or a few colleges shouldn’t grow so much that the $/FTE amount declines. That early discussion aligns with Option A, although it’s not exactly the same.  The third goal created by the committee is stated more broadly—unreasonable negative impact—which seems to align with both Options A and B.
Under flat or declining FTE statewide:

1. Option A: The current distribution formula will reallocate funds over time (i.e., funds follow the student).  The rolling average of FTE plus the lag year means reallocation happens over several years.  

· If resources remain flat or increase, the amount of resources/FTE will remain stable or grow.

· If resources decline the amount of resources/FTE may decline, depending on the change in FTE. 
· Option B: The current distribution formula will reallocate funds over time.  However, if colleges are limited to some maximum growth in a year, even if the overall statewide FTE total doesn’t increase, we’d need to determine what that max is and how to fund excess FTE within the formula in later years (if it’s funded at all)?  Does that maximum amount change when resources grow or decline?
Under increasing FTE statewide:

· Option A: If resources are relatively stable or don’t increase at the same pace as enrollment, the amount of resources per FTE could decline. If resources are growing faster than enrollment, the amount of resources/FTE will remain at least as large as the prior year and could increase.

· Option B:  Need to determine limits on enrollment increases.  How will excess FTE be included in the formula in later years (if it’s funded at all)?  
Question:  How do resources fit into this equation?  Is there an underlying definition of growth that says growth only happens when statewide FTE grows enough that resources per FTE is less than the prior year (adjusted for inflation or some other cost-of-living factor)?
III.  When does growth happen?

The committee talked about when growth happens: historically when resources are stable and growing, enrollment will grow.  When resources are decline, enrollment declines.  Is there an advantage to allowing new resources in the next few biennia to drive enrollment growth naturally?  How much growth would need to happen under a 10% increase in the CCSF for the amount of resources/FTE to be smaller?

IV.  What would changing the FTE buffering do?
Statewide FTE has been similar for last two years, and looks to remain relatively stable for 2005-06.  Those years will provide stability in the rolling average over the next several years.  If considering a change in buffering FTE in the formula (changing the proportion, removing the lag year, or both), then now may be the right time to do it.
How would that affect colleges currently being helped by the lag year?

V.  How should CCSF be allocated across the biennium?

In the past, the CCSF was not split evenly across the biennium.  Some remember that changing because resources began declining, and colleges wanted the stability to plan for the same amount and would manage those resources internally.  When resources are flat or increasing, it may make more sense to split the CCSF unevenly so that resources are larger in the second year than the first.
VI. Other Related Issues:

Annexation:  Colleges that have annexed are still working to reach similar penetration rates in their districts as more mature districts usually see.  A few years of support (additional funding through the SBE and removing some property tax funds from being considered in the formula) has not been enough to provide a foundation for healthy growth.  There may need to be other changes to State Board policy and funding policy to account for annexation needs over a longer period.

A question was brought up around the proportion approach:  If it funds enrollment growth for a short period, but then enrollment doesn’t meet expectations or declines and funds are taken away over time, would that duplicate some of the unintended consequences of current annexation policy?

VII. Next steps
Run some scenarios:

· FTE over time (handed out and reviewed at the meeting)

· What happens if PCC grows 5% in one year?

· If resources remain stable, and

· If CCSF grows 10%

· Compare what happens when lag year of rolling FTE average is removed
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